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SUBJECT: CIV AIR: INTEGRATION OF THREE PHILIPPINE 
CARRIERS ORDERED 

1. PRESIDENTIAL LETTER OF INSTRUCTION DEC. 22, WIDELY 
PUBLICIZED IN PRESS, ORDERS IMPLEMENTATION OF MERGER PLAN 
CALLING FOR PHILIPPINE AIRLINES TO BE SOLE FLAG CARRIER 

OF PHILIPPINES BEGINNING JAN 2, 1974 AND FOR 

BOTH AIR MANILA AND FILIPINAS ORIENT AIRWAYS TO CEASE 

INDEPENDENT OPERATIONS BY DEC. 31. GOVERNMENT-OWNED 

NATIONAL INVESTMENT AND DEVELOPMENT CORP, TO WHICH ALL 

THREE CARRIERS ARE HEAVILY INDEBTED, ORDERED TO 

FORECLOSE MORTAGES AND PLEDGES OF TWO SMALLER AIRLINES AND 

TURN ASSETS OVER TO PAL. PAL ALSO DIRECTED TO ABSORB 

AS MANY EMPLOYEES OF OTHER AIRLINES AS POSSIBLE. TO 

ASSUME NEW OBLIGATIONS, PAL HAS ANNOUNCED INTENTION 

TO INCREASE CAPITALIZATION FROM P 25 MILLION TO 

100 MILLION. 

2. IN ACCORDANCE WITH DIRECTIVE, AIR MANILA AND 
FILIPINAS ARE ACCEPTING BOOKINGS ONLY THROUGH DEC. 31. 

PAL HAS SUBMITTED INTEGRATED DOMESTIC SCHEDULE 
EFFECTIVE JAN 2 WHICH CAB EXPECTED ENDORSE BY DEC. 28. 
SCHEDULE REFLECTS NEED TO ECONOMIZE FUEL AND INCLUDES 
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3. DRASTIC NATURE OF ORDER AND CLOSE DEADLINE HAS 
CAUSED CONFUSION AND UNCERTAINTY WITHIN TWO SMALL 
AIRLINES. AIR MANILA EXECUTIVE BELIEVES ADMINISTRATIVE 
AND TECHNICAL COMPLEXITIES OF FORCED MERGER CANNOT BE 
RESOLVED IN TIME AND EXPECTS AN INTERIM ARRANGEMENT 
TO EXTEND DEADLINE. HOWEVER, GOP OFFICIALS STATE 
THAT PRESIDENT IS DETERMINED TO CARRY OUT OFT-POSTPONED 
INTEGRATION PLAN WITHOUT FURTHER DELAY IN ORDER PUT 
PHIL AVIATION INDUSTRY ON SOUND FINANCIAL AND OPERATIONAL 
BASIS. WHETHER PAL WILL UNDERGO SIGNIFICANT OWNERSHIP 
AND OPERATIONAL CHANGE IS NOT YET CLEAR. 

SULLIVAN 
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